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We affirm that:

We are cerlified public accountants licensed to practice in Michigan.

We further affirm the following material, “no” responses have been disclosed in the financial statements, including the notes, or in the
Management Letter (report of comments and recommendations).
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Check each applicable box below. (See instructions for further detail.)

Ali required component units/funds/agencies of the local unit are included in the financial statements and/or disclosed in the
reporting entity notes to the financial stalements as necessary.

There are no accumulated deficits in one or more of this unit's unreserved fund balances/unrestricted net assets
(P.A. 275 of 1980} or the local unit has not exceeded its budgel for expendiiures.

The local unit is in compliance with the Uniform Chart of Accounts issued by the Department of Treasury.
The local unit has adopted a budget for all required funds.

A public hearing on the budget was held in accordance with State statute.

The local unit has not viclated lhe Municipal Finance Act, an order issued under the Emergency Municipal Loan Act, or
other guidance as issued by the Local Audit and Finance Division.

The local unit has not been delinguent in distributing tax revenues that were collected for ancther taxing unit.
The local unit only holds deposits/investments that comply with statutory requirements.

The local unit has no illegal or unauthorized expenditures that came to our attention as defined in the Bulletin for
Audits of Local Units of Government in Michigan, as revised (see Appendix H of Bulletin).

There are no indications of defalcation, fraud or embezzlement, which came to our atiention during the course of our audit
that have not been previously communicated to the Local Audit and Finance Division (LAFD). If there is such activity that has
not been communicated, please submit a separate report under separate cover.

The local unil is free of repeated comments from previous years.
The audit opinion is UNQUALIFIED.

The local unit has complied with GASB 34 or GASB 34 as modified by MCGAA Statement #7 and other generalty
accepted accounting principles (GAAP).

The board or council approves all invoices prior to payment as required by charter or statute.

To cur knowledge, bank reconciliations that were reviewed were performed timely.

i a local unit of government (authorities and commissions included) is operating within the boundaries of the audited entity and is not
included in this or any other audit report, nor do they obtain a stand-atone audit, please enclose the name(s), address(es), and a
description(s) of the authority and/or commission.

I, the undersigned, certify that this stalement is complete and accurate in all respects.

We have enclosed the following: Enclosed | Not Required (enter a brief justification)
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INDEPENDENT AUDITOR'S REPORT

| _‘ Februar_y 20, _2008 :

- Members of the Board -
- Sandusky District Library .
Sandusky, MI 48471

- .'Dear Board Members

We have audrted the’ accompanyrng financlat statements of the governmental activtttes -and the
. ‘major funds. of Sandusky District Library, Sandusky, Michigan, as of December 31, 2007, ‘which
. collectively comprise the Library's’basic financial statements as listed-in the Table of Contents.
. These financlal statements are the responsibility. of the Sandusky. District Library's management

Our responS|b|Iity is to express an oplmon on these flnanmal statements based on our audlt

We. conducted our audit tn accordance wrth u. S generalty accepted audltlng standards and the
_standards- apphcab!e to. financial audits contained in Government Auditing Standards issued by
- the Comptroller General of the Unlted States. Those standards’ require that we plani and perform
. the audit to “obtain’ reasonable assurance- about 'whether the: financial statements are free of .
:-material misstatement. An-audit includes examining, on a test basis, ewdence supporting the
. amounts and: disclosures in the: financial statements. An audit. also includes. .assessing the-

accountlng prmcrples ‘used and S|gn|f|cant estimates made by management as well as evaluating

thé ‘overall financial statements presentatron We belleve that our audit provldes a reasonable p
basis for our oplnion , : . ‘ .

“n our Oplnlcn the flnanctal statements referred to above present falrly. in alt materlat respects
- -the respective financial position of the government activities and the major. funds of the Sandusky -
- District lerary as of December 31, 2007 and the respective changes in:financial position, thereof -
. forthe year: then: ended in conformlty wrth accountlng prrnclptes generally aCCepted tn the Umted' '

States of Amenca ' , : . -

The managemeht’s dtscuSston and analysrs and budgetary comparlson mformatlon on pages i

~through ‘ii. and- page. 12, are not a required ‘part of the basic financial- statements but is.

supplementary information required by ‘accounting - prlnmptes generally accepted in’ the ‘United -

States. of America.. We have applied certain limited procedures which consisted prlnclpally of
“Inquiries of management regarding .the - ‘methods of measurement and presentation of the
: :-supplementary mformatlon However we did not audlt the mformatron and express no Optnlon on

: Our audlt was conduoted for the . purpose of formlng an. oplnlon on the flnanmat statements that
_colleotlvely comprlse the primary government ‘of 'Sandusky District Librarys basic- financial
‘statements. The.-additional information on pages 13 and- 14 is presented- for ‘purposes of
. - ‘additional - analysis andis- ‘not a requrred part of the basic financial statements. This addrtlonal,
- information has been subjected to-the auditing procsdures applied in the audrt of -the basic
_financial’ statements and, in our optnlon is falrty stated |n alt matenal respects in relatlon to the
basic financial statements taken as a whole J

wm«n:.t.‘e.t..laeftm e,

ANDERSON TUCKEY BERNHARDT & DORAN P C
CERTIFIED PUBL!C ACCOUNTANTS.



SANDUSKY DISTRICT LIBRARY
Management’s Discussion and Analysis
December 31, 2007

The basic financial statements on pages 1 through 4 include information that presents two different views of the Library
using the modified-accrual and full accrual methods.

The first two columns of the governmental fund balance sheet/statement of net assets and the governmental fund
statement of revenue, expenditures, and changes in fund balance/statement of activities include information about the
Library's General Fund and Debt Retirement Fund under the medified-accrual method. The modified-accrual basis
focuses on current financial resources and provides a more detailed view about the accountability of the Library’s sources
and uses of the funds.

The adjustment column of the financial statements represents adjustments necessary to convert the modified—accrual
financial statements to the Library as a Whole financial statements under the full-accrual method. The full-accrual basis
focuses on long-term economic resources.

The Library as a Whole column provides both long-term and short-term information about the Library's overall financial
status. The Library as a Whole statement of net assets — full-accrual basis column and the Library as a Whole statement
of activities — full-accrual basis column provide Information about the activities of the Library as a Whole and present a
longer-term view of the Library's finances. These columns tell how these services were financed in the short-term, as well
as what remains for future spending.

The financial statements also include notes that explain some of the information in the financial statements and provide
more detailed data.

Condensed Financial Information

Below shows the key financial information under the full-accrual method in a condensed format. Note: Amounts and totals
reported are for all Library activities, including general operations, capital projects, and debt acfivity — to give a complete
picture.

December 31, 2007

Assets
Current assets $688,045
Capital assets 622,639
Total assets $1,310,684
Liabilities
Current liabilities $79,750
Long-term liabilities 480,000
Total liabilities $569,750
Net Assets
Investment in capital assets — Net of related debt $87,639
Designated for debt retirement $2,452
Unrestricted 660,843
Total net assets $750,934

Total Net Assets and Liabilities $1,310,684




SANDUSKY DISTRICT LIBRARY
Management’s Discussion and Analysis
December 31, 2007

December 31, 2007

Revenue
Property taxes $273,790
Fines 44222
Other 49,590
Total revenue 367,602
Expenses 344,980
Change in Net Assets 22,612
Prior Period Adjustment 265,628
Net Assets, Beginning of year 462,694
Net Assets, End of year $750.934

The Library as a Whole
The Library's net assets increased by $288,240 this year. The Library’s primary sources of revenue are from property
taxes and fines.

Salaries and fringe benefits continue to be the largest expense for the Library’s General Fund.

The Library’s Funds

The budgetary analysis of the General Fund is included on page 12, which shows the General Fund, the Library’s major
operating fund, including revenues and expenditures, excess of revenue over expenditures, other financing sources and
fund balance.

Library’s Budgetary Highlights
Over the course of the year, the Library Board amended the General Fund’s budget several times. The major variance
between original and final budget was Capital Outlay, which was increased by $12,500.

Capital Assets and Long-term Debt Activity
At the end of the fiscal year, the Library had $1,050,350 invested in buildings, furniture, equipment, books, and videos
based on the historical cost. During the year $50,513 was spent on books and $3,645 was spent on furniture and fixtures,

The Library issued bonds during the year ended June 8, 1998 totaling $925,000 for the construction of the library building.
Bonds in the amount of $50,000 were redeemed during the current year.

Requests for Information

This financial report is designed to provide a general overview of Sandusky District Library's finances for all those with an
interest in the government’s finances. Questions concerning any of the information provided in this report or requests for
additional financial information should be addressed to Sandusky District Library, 55 East Sanilac Rd., Sandusky, Ml
48471,

ii
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Sandusky District Library
Governmental Fund Balance Sheet/Statement of Net Assets
For the Year Ended December 31, 2007

GOVERNMENTAL FUND TYPES
MAJOR FUNDS
Debt
General Retirement
ASSETS
CURRENT ASSETS:
Cash in bank $ 8,708
Certificates of deposit 64,989
Taxes Receivable
Accounts Receivable
Due from general fund $ 2,452
TOTAL CURRENT ASSETS 73,697 2,452
CAPITAL ASSETS:
Capital assets, net of accumulated depreciation -
TOTAL CAPITAL ASSETS - -
TOTAL ASSETS $ 73,697 3 2452
LIABILITIES
CURRENT LIABILITIES:
Payroll liabilities $ 18,075
Current portion of long-term debt
Accrued interest
Due to debt retirement fund 2,452
TOTAL CURRENT LIABILITIES 20,527 -
LONG-TERM LIABILITIES
Bonds payable beyond one year
TOTAL LONG-TERM LIABILITIES - -
TOTAL LIABILITIES 20,5627 -
FUND BALANCE /NET ASSETS
invested in capital assets, net of related debt
Designated for debt retirement $ 2,452
Unrestricted 53,170
TOTAL FUND BALANCE/NET ASSETS 53,170 2,452
TOTAL LIABILITIES AND FUND BALANCE $ 73,697 $ 2,452

The accompanying notes are an integral part of the financial stalements.
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Library as

a Whole

Statement of

Total - GASB No. 34 Net Assets-

Capital Modified- Adjustments Full-Accrual

Project Accrual Basis {Note 3) Basis
$ 85,561 $ 94,269 $ 94,269
254,656 319,645 319,645
- $ 268,523 268,523
- 3,156 3,156
2,452 2,452
340,217 416,366 271,679 688,045
- 622,639 622,639
- 622,639 622,639
$ 340,217 $ 416,366 894,318 1,310,684
$ 18,075 18,075
- 55,000 55,000
- 4,223 4,223
2,452 2,452
20,527 59,223 79,750
- 480,000 480,000
- 480,000 480,000
20,527 539,223 559,750
87,6839 87,639
2,452 - 2,452
$ 340,217 393,387 267,456 660,843
340,217 395,839 $ 355,095 8 750,934
§ 340,217 $ 416,366
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Sandusky District Library

Statement of Governmental Fund Revenue, Expenditures And
Changes In Fund Balance/Statement of Activities
For the Year Ended December 31, 2007

REVENUES:
Intergovernmental Revenue
Fines
Miscellaneous

TOTAL REVENUES

EXPENDITURES:
Salaries and employee benefits
Library materials
Operational
Miscellaneous
Capital outlay
Depreciation
Debt service-principal
Debt service-interest

TOTAL EXPENDITURES
EXCESS OF REVENUE OVER (UNDER) EXPENDITURES
OTHER FINANCING SOURCES {USES}):
QOperating transfers - in
Operating transfers - out
TOTAL OTHER FINANCING SQURCES (USES)
EXCESS OF REVENUES AND OTHER FINANCING
SOURCES OVER (UNDER) EXPENDITURES
AND OTHER FINANCING USES
FUND BALANCE/NET ASSETS - JANUARY 1
PRIOR PERIOD ADJUSTMENT

FUND BALANCE/NET ASSETS - DECEMBER 31

The accompanying notes are an integral part of the financial statements.

Page 3

GOVERNMENTAL FUND TYPES
Debt

General Retirement

$ 190,653 $ 80,242
44,222

31,306 -

266,181 80,242
141,620
83,291
71,371
2,994
9,047

- 50,150

- 27.640

288,323 77,790

(22,142) 2,452
15,305

15,305 -

(6,837) 2,452

60,007 -

$ 53,170 $ 2452




Library as

a Whole

Statement of

Total - GASB No. 34 Net Assets-

Capital Modified- Adjustments Full-Accrual

Project Accrual Basis {Note 3) Basis

$ 270,895 $ 2,895 $ 273,790

44,222 44,222

$ 15,128 46,434 3,156 49,590
15,128 361,551 6,051 367,602
141,620 141,620

63,291 (50,513) 12,778

71,371 71,371

2,994 2,994

9,047 (3,645) 5,402

- 83,394 83,394

50,150 {50,000) 150

27,640 (359) 27,281

- 366,113 {21,123) 344,990

15,128 (4,562) 27,174 22,612

15,305
(15,305) (15,305)

{15,305) - -
(177 (4,562) 27,174 22,612
340,394 400,401 62,203 462,694
265,628 265,628

$ 340,217 $ 395,839 $ 355,005 $ 750,934
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Sandusky District Library
Notes to the Financial Statements
For the Year Ended December 31, 2007

NOTE 1 - DESCRIPTION OF DISTRICT LIBRARY OPERATIONS AND FUND TYPES:

The City of Sandusky and the Sandusky Community Schools entered into a District Library agreement on March
3, 1998 under the provisions of Act 24, Michigan Public Acts of 1989, as amended. The Board of Trustees
determined that the Library shall be known as the "Sandusky District Library." The District Library district shall be
comprised of all that territory in the County of Sanilac, which is located in the jurisdiction limits of the Sandusky
Community Schools, State of Michigan.

The District Library is governed by a board consisting of seven members, three appointed by the City, and four
appointed by the school district.

On March 3, 1998, the Board of the City of Sandusky transferred ownership of all other assets, personal, tangible
and intangible relating to the funds of the Library, to the Sandusky District Library.

Funding will be provided by a Library District millage. In 1998 the voters approved a maximum 1 mill levy for

operations and an amount sufficient to cover any debt. For the year 2007, the operations levy was .75 mill and
the debt levy was .40 mill.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

BASIS OF ACCOUNTING:

The accompanying financial statements have been prepared in accordance with criteria established by the
Governmental Accounting Standards Board for determining the various governmental organizations to be
included in the reporting entity. There is no component unit to be included in the Library’s financial report.

Effective January 1, 2006, the Library implemented the provisions of GASB Statement No. 34 (GASB 34),
Basic Financial Statements - and Management’s Discussion and Analysis — for State and lLocal
Governments. Certain significant changes in the statements include the following:

A management Discussion and Analysis (MD&A) section providing an analysis of the Library’s overall
financial position and results of operations has been included in the financial statements.

Financial statements prepared using full accrual accounting for all of the Library’s activities.

A change in the fund financial statements to focus on major funds,

These and other changes are reflected in the accompanying financial statements (including the notes to the
financial statements).
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Sandusky District Library
Notes to the Financial Statements
For the Year Ended December 31, 2007

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {continued):

MEASUREMENT FOCUS, BASIS OF ACCOUNTING, AND FINANCIAL STATEMENT PRESENTATION:
The Library’s basic financial statements include both the Library as a Whole and its individual fund financial
statements.

Library as a Whole Financial Statements

The Library as a Whole financial statements (i.e., the statement of net assets and the statement of activities)
are reported using the economic resources measurement focus and the accrual basis of accounting, which
is described below.

Revenue is recorded when earned and expenses are recorded when a liability is fncurred, regardless of the
timing of related cash flows. Property taxes are recognized as revenue in the year for which they are levied.
Grants and similar items are recognized as revenue as soon as all eligibility requirements imposed by the
provider have been met.

The statement of net assets includes and recognizes all long-term assets and receivables as well as long-
term debt and obligations. The Library’s net assets are reported in three parts — invested in capital assets,
net of related debt; restricted net assets; and unrestricted net assets.

The statement of activities includes depreciation on long-term assets and eliminates capital outlay expense.

As a general rule, the effect of interfund activity has been eliminated from the library-wide financial
statements,

Fund Financial Statements
The Library's individual fund financial statements are reported using the current financial resources
measurement focus and the modified-accrual basis of accounting, which is described below.

Revenue is recognized as soon as it is both measurable and available. Revenue is considered to be
available if it is collected within the current period or soon enough thereafter to pay liabilities of the current
period. For this purpose, the Library considers revenues to be available if they are collected within 60 days
of the end of the current fiscal period. Expenditures generally are recorded when a liability is incurred, as
under accrual accounting. However, expenditures relating to claims and judgments are recorded only when
payment is due.

Revenues are recognized in the accounting period in which they become susceptible to accrual ~ that is,
when they become both measurable and available to finance expenditures of the fiscal period. All other
revenue items are considered to be available only when cash is received by the Library.

The Library reports the following governmentai funds as major funds:

General Fund - The General Fund is the Library’s primary operating fund. It accounts for all financial
resources except those required to be accounted for in another fund.

Debt Service Fund - The Debt Service Fund was established to make principal and interest payments on
the Library's debt.

Capital Projects Fund — The Capital Projects Fund is used to account for the receipt of debt proceeds and
the acquisition of fixed assets or construction of major capital projects.

The Library has no non-major funds.
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Sandusky District Library
Notes to the Financial Statements
For the Year Ended December 31, 2007

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, (Continued):

ASSETS, LIABILITIES, AND NET ASSETS OR EQUITY:

Cash and Investments —~ The Library considers all highly liquid investments purchased with an original
maturity of three months or less to be cash equivalents. Investments are recorded at fair value.

Receivables and Payables — In general, outstanding balances between funds are reported as “due
toffrom other funds.”

Property Taxes — Property taxes are levied on each December 1 on the taxable valuation of property as
of the preceding December 31. Taxes are considered delinquent on March 1 of the following year, at
which time penalties and interest are assessed. The 2006 taxable valuation of the Library totaled
approximately $197,279,300 on which ad valorem taxes levied consisted of 1.15 mills for the Library’s
operating purposes and for debt retirement.

The Library also receives an additional millage from the County of Sanilac.

Capital Assets — Capital assets are defined by the Library as assets with an initial cost of more than
$1,000 and an estimated useful life in excess of one year. Such assets are recorded at historical cost or
estimated historical cost if purchased or constructed. Donated capital assets are recorded at estimated
fair market value at the date of donation.

Buildings, furniture, equipment, library books, periodicals, and videos are depreciated using the straight-
line method over the following useful lives:

Books/Periodicals 5 years
Bullding Improvements 10 - 40 years
Equipment 5-10 years
Furniture & Fixtures 5-10 years

Fund Equity — In the fund financial statements, governmental funds report reservations of fund balance
for amounts that are not available for appropriation or are legally restricted by outside parties for a
specific purpose.

Use of Estimates — The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets
and liabilities at the date of the financial statements and the reported amounts of revenue and expenses
during the period. Actual results could differ from those estimates.
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Sandusky District Library
Notes to the Financial Statements
For the Year Ended December 31, 2007

NOTE 3 — RECONCILIATION OF THE LIBRARY AS A WHOLE AND THE GOVERNMENTAL
FUNDS FINANCIAL STATEMENTS:

Total fund balances and the net change in fund balances of the Library’s individual funds differ from net assets and
change in net assets of the Library as a Whole reported in the statement of net assets and statement of activities. This
difference results primarily from the long-term economic focus of the statement of net assets and statement of activities
versus the current focus of the statement of the individual governmentat funds’ balance sheet and statement of revenue,
expenditures and change in fund balance. The following is a reconciliation of fund balances to net assets and the net
change in fund balances to the net change in net assets:

Total Fund Balance — Modified-accrual Basis $ 395,839

Amounts reparted in the statement of net assets are diffsrent because:

Property taxes receivable - 2007 lewy 268,523

Accounts receivable are not reported in the funds 3,156

Capital assets are not financial resources are and are not repored in the funds 622,639

Long-term liabilities are not due and payable in the curent period and are not reported

in the funds (535,000)

Interest payments on long-term liabilities are not due and payable in the current

period and are not reperted in the funds (4,223)
Total Net Assets — Full-accrual Basis $ 750,934
Net Change in Fund Balances - Modified - accural Basis $ (4,562)

Amounts reported in the statement of net activities are different because:
Property taxes receivable 2,895

Miscellaneous Revenue 3,156

Governmental funds report capital outlay as expenditures in the the statement
of activities; these costs are allocated over their estimtaed useful lives as

depreciation;
Library books and videos 50,513
Capital Outlay : 3,645
Depreciation expense (83,384)

Bond payments are reported as an expense in the fund statemens, but
not in the statement of net activites (where it decreases long-term debt) 50,000

Decrease in accrued interest reported as an expenditure in the statement
of activities, but not in the fund statements 359

Change in Net Assets - Full-accural Basis $ 22612
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Sandusky District Library
Notes to the Financial Statements
For the Year Ended December 31, 2007

NOTE 4 - BUDGET INFORMATION:

The annual budget is prepared and adopted by the Library Board and subsequent amendments are approved by the
Library Board. Unexpended appropriations lapse at year-end. The budget has been prepared in accordance with
accounting principles generally accepted in the United States of America. During the current year, the budget was
amended in a legally permissible manner.

The budget has been adopted on a line-item basis. Any violations are disclosed in the required supplementary
information.

NOTE 5 - CASH AND EQUIVALENTS - CREDIT RISK:

Deposits
At year-end, the carrying amount of the Library’s deposits was $413,915 of which $319,646 is invested in certificates of

deposits. The bank balance was $418,772 of which $249,930 was covered by federal depository insurance and
$168,842 was uninsured and uncollateralized. The Library places its deposits with high guality financial institutions.

Investments
The Library has no investments.

Primary
Government

Cash $413,915

Additional disclosures required by GASB 40 are not included in the accompanying financlal statements.

NOTE 6 — CAPITAL ASSETS:

Capital asset activity of the Library was as follows:

) | BALANCE [ | | BALANGE

) |JANUARY1,| | DECEMBER 31,

) ' 2007 |ADDITIONS |DELETIONS 2007
.Capital assets being depreciated: |
BosklPariodicats O s Uy B | 6 aees | 5 515758
'Building & Improvements 227 i 624,572
|Equipment T 78,441 78,441
‘Furniture & Fixtures 128,964 3,645 T 132,609
Total capital assets, being depreciated | 1,036,880 54,158 40,688 1,050,350
Less accumulated depreciation for: e
'Books/Periodicals 128,501 | 42,945 40,688 128,758 |
‘Building & Improvements - 123261 18337 | 141,598
‘Equipment T 55,483 | 8973 | 64,456
B R R e
Total accumu 385,005 83394 | 40,688 427,711
\Total net capital assets | § 851875 ¢ (29.238)[§ T UT§ 65 B
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Sandusky District Library
Notes to the Financial Statements
For the Year Ended December 31, 2007

NOTE 7 — LONG-TERM DEBT:

Outstanding Debt

Interest Beginning Ending
Rate Balance  Additions Reductions Balance
1999 Library Building & Site 4.3 -
(UTGO) Bonds Payable 5.0% 585,00 30 ($50,000) $535.000

Debt Service Reguirements
The annual requirements to service all debt outstanding as of December 31, 2007 are as follows:

Years Ending June 30 Principal Interest Total
2008 $55,000 $25,340 $80,340
2009 65,000 22,920 87,920
2010 70,000 19,996 89,996
2011 75,000 16,776 91,776
2012 80,000 13,250 93,250
2013 90,000 2410 09,410
2014 100,000 5,000 105,000
Total $535,000 $112.692 $647,692

NOTE 8 — BOND PROPOSALS:
The Board is empowered to propose and levy upon approval of the electors a tax for support of the District Library. On
June 8, 1998, voters approved fwo special proposals for the District Library. The first proposal was for a library millage
allowing the levy of up to 1 mill for operational; the second, was a bond proposal to borrow up to $925,000 through
general obligation unlimited tax bonds for the purpose of a acquiring, construction, furnishing and equipping a new
library facility and acquiring and improving the site. It may also borrow money and issue bonds pursuant to the District
Library Financing Act 265 of 1988,

NOTE 9- RISK MANAGEMENT:

The Library is exposed to various risks of loss related to torts; theft of, damage to and destruction of assets; errors and
omissions; injuries to employees and natural disasters. The Library carries commercial insurance to cover any losses
that may result from the above-described activities. No settlements have incurred in excess of coverage in 2007 or any
of the prior three years.

NOTE 10 - PENSION PLAN:

DEFINED BENEFIT PLAN:

On December 28, 1998, the Sandusky District Library elected to place all of its eligible employees into the Michigan
Municipal Employees Retirement System (MERS) which is an agent muitiple-employer public employee retirement
system (PERS) that is administered by the state of Michigan. The MERS was organized pursuant to Act No. 427, Pubtic
Acts of 1984, as amended, and the Constitution of the state of Michigan. The Library has no fiduciary responsibility for
the plan. The plan has an effective date of January 1, 1999,

Only the full-time employees are eligible to participate in the ptan. As of December 31, 2007, the Library had two
employees who were covered under the plan.

The plan provides for vesting of benefits after six years of credited service. Participants may elect normal retirement at
age 60 with 10 or more years of service. The plan also provides for early retirement at age 55 with 15 or more years of
service, and at age 50 with 25 or more years of service. Election of early retirement is subject to reduction of benefits as
outlined helow.
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Sandusky District Library
Notes to the Financial Statements
For the Year Ended December 31, 2007

NOTE 10 - PENSION PLAN {(continued):

Participants of the plan are entitled to a retirement benefit equal to the credited service at the time of membership
termination multiplied by 1.5% of the member's final average compensation (5-year average). The retirement allowance
is reduced %% of 1% for each complete month that retirement precedes the age at which full normal retirement benefits
are available. The plan provides that the employer contribute amounts necessary to fund the actuarially determined
benefits. The Library makes employer contributions in accordance with funding requirements determined by MERS'
actuary. The MERS' actuary uses the entry age normal actuarial cost method. Benefit provisions and contribution
obligations have been established by the contract.

PENSION BENEFIT OBLIGATION:

The Pension Benefit Obligation (PBO) which is the actuarial present value of pension benefits, adjusted for the effect of
projected salary increases and any step-rate benefits, estimated to be payable in the future as a resuit of employee
service to date. The measure is intended to help users assess, on a going-concern basis, the funding status of the
MERS to which contributions are made, assess progress made in accumulating sufficient assets to pay benefits when
due, and make comparisons among employers. For 2007, the confribution rate is 7.3% of eligible covered employees

wages.

The significant actuarial assumptions that are expected to be used to compute the actuarial accrued liabilities are as
follows: (1) the entry age normal actuarial cost method of valuation was used in determining age and service benefit
liabilities and normal cost; (2) an 8% rate of return on investment of present and future assets was used based on
estimated long-term yield considering a) the nature and mix of current and expected investments; and b) the basis used
to value those assets; (3) projected salary increases are based on 5.5% raises for merit, seniority and inflation rate
allowances. Benefits will not increase after retirement except that some participants will receive cost of living
allowances. Unfunded accrued liabilities are amortized over a 40-year period.

The book value of net assets was not available at December 31, 2007. The information regarding market value of net
assets was not available. Information about the types of securifies that comprise the assets was not available at
December 31, 2007. MERS had no loans outstanding to the Library at December 31, 2007.

CONTRIBUTIONS REQUIRED AND CONTRIBUTIONS MADE.

COMPUTED EMPLOYER COMPARATIVE SCHEDULE

CONTRIBUTION
RATES AS DOLLAR CONTRIBUTION
FISCAL PERCENTS OF FOR FISCAL YEAR

YEAR COVERED COVERED

DECEMBER 31, PAYROLL PAYROLL COMPUTED ACTUAL
2004 8.46% $60,484 $5,117 $5,087
2005 9.42% $62,296 $5,868 $5,868
2006 7.30% $62,296 $4,548 $4,325
2007 7.37% $65,312 $4,813 $4,761

HISTORICAL TREND INFORMATION
Historical trend information i_s not available.

NOTE 11 — PRIOR PERIOD ADJUSTMENT:

There was a prior period adjustment made to the statement of net assets, GASB No. 34 Adjustments, to correct
beginning net assets. The change was to record the beginning balance of property taxes receivable that was not
recorded at December 31, 2006. The total amount of the prior period adjustment was $265,628.
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Sandusky District Library
Required Supplementary Information
Budgetary Comparison Schedule - General Fund
For the Year Ended December 31, 2007

VARIANCE-
BUDGET FAVORABLE
ORIGINAL FINAL ACTUAL (UNFAVORABLE)
REVENUES:
Local & State Grants $ 6,000 $ 6,000 $ 5,267 $ {733)
Fines 37,000 37,000 44,222 7,222
Property Taxes 181,501 181,501 185,386 3,885
Miscellaneous - - 31,3086 31,306
TOTAL REVENUES 224,501 224,501 266,181 41,680
EXPENDITURES:
Salaries and employee benefits 126,829 126,829 141,620 (14,791)
Library materials 40,000 41,200 63,291 (22,091)
Operational 71,850 72,950 71,371 1,579
Miscellaneous 1,500 1,500 2,994 {1,494)
Capital outiay - 12,500 9,047 3,453
TOTAL EXPENDITURES 240,179 254,979 288,323 (33,344)
EXCESS OF REVENUES OVER (UUNDER)
EXPENDITURES {15,678) (30,478) (22,142) 8,336

OTHER FINANCING SOURCES (USES):
Operating transfers - in 17,757 17,757
Operating transfers - out

17,757

TOTAL OTHER FINANCING SOURCES (USES) 17,757
EXCESS OF REVENUES AND OTHER FINANCING
SOURCES OVER (UNDER) EXPENDITURES
AND OTHER FINANCING USES (4,385) {4,385)
FUND BALANCE - JANUARY 1 60,007 60,007 60,007 -
FUND BALANCE - DECEMBER 31 $ 44,329 $ 29,529 $ 55622 $ 26,093
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ADDITIONAL INFORMATION



REVENUES:
Intergovernmental Revenue
State grants
Property taxes

Total Grants
Fines:
Library fines
Penal fines
Total Fines
Miscellaneous:
Interest
Miscellaneous
Contributions

Total Miscellaneous

TOTAL REVENUES

Sandusky District Library
Schedule of Revenues
Year Ended December 31, 2007

VARIANCE-
FAVORABLE
BUDGET ACTUAL  (UNFAVORABLE)
$ 6,000 $ 5267 $ (733)
181,501 185,386 3,885
187,501 190,653 3,152
7,000 12,491 5,491
30,000 31,731 1,731
37,000 44,222 7,222
- 7,584 7,584
- 16,478 16,478
- 7,244 7,244
- 31,306 31,306
$224,501 $266,181 $ 41,680
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EXPENDITURES:

Salaries & Employee Benefits:
Salaries
Employee Benefits

Total Salaries & Employee Benefits

Library Materials:
Books, magazines & videos
Printing

Total Library Materials

Operaticnal:
Computer expense
Seminars & transportation
Insurance and bonds
Utilities
Repairs & maintenance
Cleaning service
Office supplies & postage
Professional fees
Programs
Pues

Total Operational

Miscellaneous:
Other miscellaneous

Total Miscellaneous

Capital Outlay

TOTAL EXPENDITURES

Sandusky District Library
Schedule of Expenditures

Year Ended December 31, 2007

VARIANCE-
FAVORABLE
BUDGET ACTUAL  (UNFAVORABLE)
$109,120  § 126,686  § (17,557)
17,700 14,934 2,766
126,829 141,620 (14,791)
40,000 61,874 (21,874)
1,200 1,417 (217)
41,200 63,201 (22,091)
9,500 7,873 1,627
750 492 258
5,000 3,510 1,490
18,000 16,209 1,791
7,250 5,428 1,822
13,500 14,942 (1,442)
9,000 10,533 (1,533)
2,650 2,442 208
3,500 6,496 (2,996)
3,800 3,446 354
72,950 71,371 1,579
1,500 2,994 (1,494)
1,500 2,994 (1,494)
12,500 9,047 3,453
$254,979  $ 288,323  § (33,344)
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ANDERSON TUCKEY BERNHARDT & DORAN PC
Cerhﬁed Pubhc Accountants

* GaryR.Anderson, CPA
Jerry J, Bérnhardt; CPA .

Thomas B. Doran, CPA
_Valer_leJ Hartel, CPA
Terry L: Haske, CPA -
. Iamie L. Peasley, CPA -
: ,Tlmothy Franzel

‘_'RobertL Tuckey, CPA =~

February'ZO. 2008

o To' the M‘ernber_:s"of the Board
) Sandusky District Library

- We have audited the financial statements of the governmental actwrtres the busmess-type S
- activities, the aggregate discretely presentéd component units, each major fund, and the aggregate
“ remaining fund information of Sandusky District Library for the year ended December 31, 2007,
" and have: |ssued our report thereon dated February 20, 2008. Professronal standards 1 requlre that
- we prowde you .with the foIIowang mformatton related to our audlt '

z "Our Res 0 'Slbll‘lt 'under U.S.
As stated i our engagement Ietter dated February 6, 2008 our respon3|b|hty, as. descrlbed by'

professional standards, is to express opinions about whether the- financial statements prepared by'
maniagement with your oversight are fairly presented, in all material respects, in conformity with

U.s. generally accepted accounting principles. Our audit of the financial statements does not.

relleve you' or. management of your responsrbllltles

i Planned Scope and Timi ng of the Audit
' '-_We performed the audlt accordlng to the. planned scope and timing prevrously communlcated to

you in our meetlng about planning matters on February 6, 2008

T '-Slanfioant Audit Flngmg_

i-‘.?:I_S'East'Fran_lt Street
Caro, MI 48723 .

989.6733137
'800-234-8829.

- Fax089:673-3375 .

) m att_)dt_:ga.cpm _ o
- ‘cpa@atbdcpa.com -

Office locations in Caro,

. Cass City & Marlette

' 'Quahtative Aspects of Accountmg Practices

o Management is: responsmle for_the selection and use of approprlate accountmg polrcles In.
'-;,accordanoe with the terms of our engagement letter, we will advise management about the-

appropriateness of accounting policies and their application. The significant -accounting pollctes

- used by Sandusky District Library are described in Note 2 to the financial statements; No new
o accountlng policies were adopted and- the appllcatlon of existing policies was not changed during
~ the year ending December 21, 2007. We noted no transactioris entered into by the governmental :

unit: dunng the year for which there is a lack of authoritative guidance or consensus. There are no

; slgmflcant transactions that have been recogmzed in the ftnanmal statements ina drfferent penod
- “than when the transactlon occurred.

Drffrcu!tres Encountered in Performing the Audit -

':We encountered ‘no 5|gn|f|cant dlfﬁcultles in dealing with management in: performlng and.
rcompletmg ouraudtt ' ‘ S .

C‘orrected and Uncorrected M:sstatements

T Professional standards require us: to accumulate all Kriown' and likely mrsstatements identlﬂed.

‘ 'durqng the audit, other than those that are trivial, and communicate them-to- the approprtate level of -

o management Management has corrected all ‘Such misstatements. In: addition,” none of the
. misstatements detected as a result of audit procedures and corrected by management 'were
' materiat -either Indwnduelly or in the aggregate, to the financial statements taken asa whole

L Drsagreements wrth Management _ o _
' 'For purposes. of this letter, professional standards define a disagreement Wlth management as a

financial accounting, reporting, or auditing matter, whether or not resolved to our satisfaction, that

'_ :could be significant to the fihancial statements or the auditor's report. We are pleased to report that :
..'no such dlsagreements arose dunng the course of our audlt , - :



Members of the Board
February 20, 2008
Page two

Management Representations

We have requested certain representations from management that are included in the management representation letter
dated February 6, 2008.

Management Consultations with Other Independent Accountants

In some cases, management may decide to consult with other accountants about auditing and accounting matters, similar
to obtaining a “second opinion” on certain situations. If a consultation involves application of an accounting principle to the
governmental unit's financial statements or a determination of the type of auditor's opinion that may be expressed on
those statements, our professional standards require the consulting accountant to check with us to determine that the
consultant has all the relevant facts. To our knowledge, there were no such consultations with other accountants.

Other Audit Findings or Issues

We generally discuss a variety of matters, including the application of accounting principles and auditing standards, with
management each year prior to retention as the governmental unit's auditors. However, these discussions occurred in the
hormal course of our professional relationship and our responses were not a condition to our retention.

This information is intended solely for the use of the Members of the Board and management of Sandusky District Library
and is not intended to be and should not be used by anyone other than these specified parties.

Very truly yours,

Oudorsen Tk, Russdandk # Qe 22,

Andersen, Tuckey, Bernhardt, & Doran, P.C.
Caertified Public Accountants
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Thomas B. Doran, CPA -

Valerie J. Hartel, CPA
- Téiry L, Haske, CPA

: Jamie 1., Peasley, CPA .
*- - Timothy Franzel ' .

‘ ‘Robert,'L.'Tlict(ej(,'_CPA- L
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“800-234-8829.
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J vat a.co_
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Office locations in Caro,

. Cass City & Marlette .

" February 20, 2008

" To the Members of the Board and Gall Nartker D:rector
B Sandusky Distrlct Library '

In plannrng and performlng our audlt of the flnanclal statements of Sandusky District lerary -as of and ‘

- for the year ended December 31, 2007, in accordance with auditing standards generally accepted in the

United States of America; we considered the Library's internal control over financial reporting (internal
controlY as a basis for designing our audltlng procedures for the purpose of expressing our opinion on
the financial statements but not for the purpose of expressing an oprnron on the effectiveness of the

B lerarys internal oontrol Accordmgly, we do not: express an opinion oh the effectrveness of the
"Librarys mternal control o _ .

. Our consideratron of mternal control was for the Ilmlted purpose descnbed in the precedmg paragraph
~and-would not necessartly rdentlfy all deflclenoles in rnternal control that mlght be: stgnlflcant deflcrenc:tes
J :or matertal weaknesses Lo : , L

A oontrol defrmency exrsts when the design-or operatlon ofa control does not aliow management or

emp[oyees Jin" the normal course -of- performing their assigned functions, to prevent .or detect
misstatements on a timely basis. A significant ‘deficiency is a control deflciency, or. combination'of -

- control deficiencies, that adversely affects the entity’s ability to initiate, authorize, record, process, or
* report financlal data reliably in- accordance with generally accepted accounting principles such that

there is more- than a remote likeliiood that a misstatement of the entity’s financial staternerits that is.

~ more than Inconsequentlal will not be prevented or detected by the Library's mternal controt During the
o course of our audrt Wwe observed the followlng srgnmcant defrcrency : : -

. -'Sggregatton of Dutres . '
- ‘Due tothe limited number of people, many crrtical dutles are combrned and grven to the
- avallable employees.’ Tothe extent possible, duties should be segregated to serveas a-
"+ chieck and balance and to maintain the best control system possrble. We recommend
oY ‘-_the lerary segregate dutres whenever possibte -

A materlal weakness isa srgnmcant defrcrency. or comblnation of S|gn|flcant defrctenc:res that resmts in -

B more than a remote’ likelihood that a: material misstatement of the fmancral statements wiII not be

prevented or detected by the lerary s mternal control

:Our consrderatlon of mternal control over flnanclat reportrng and internal control over compllance Was '
o for the limited purpose described above and would not necessarily identify all deflcrencres in internal :
o control that mlght be S|gn|flcant defrolencres or matenal Weeknesses . S o

. The followrng comments relate to certain of the Librarys accountlng, financal and admmrstrative
S potlmes and procedures that we: observed during the course of our audit. These matters are not -

considered control deﬂclenmes or material weaknesses as defined by professmnal standards



Members of the Board and Gail Nartker, Director
February 20, 2008
Page two

Prior Year Repeat Comments

Inter-fund Transfers
At year-end, management had not determined transfers between funds. We recommend transfers
hetween funds be determined and approved by the board at or before year-end.

Excess Budget Expenditures
We noted that actual expenditures exceeded that of the adopted budget. If expenditures are to exceed

budgeted amounts, the budget must be amended. Section 1V-2 of Public Act 621 requires that the
budget be amended prior to expenditures being made. The budget may not be amended after year-
end. We recommend the Library review the budget requirements under P.A. 621 and correct Library
policies as needed.

Current Year Comments

Internal Control Procedures

A cash box is kept at the front desk for payments of fines, copies, etc. This box is not locked and is
accessible by all employees. Our recommendation is that the box is kept in a location that can be
locked, especially after hours. We also recommend that a detailed record of transactions be kept and
reconciliation be performed weekly.

This communication is intended solsly for the information and use of management and others within the organization
and is not intended to be and should not be used by anyone other than these specified parties.

We appreciate the opportunity to be of service to Sandusky District Library and look forward each year to continuing
our relationship. The cooperation extended to us by your staff throughout the audit was greatly appreciated. Should
you wish to discuss any item included in this letter further, we would be happy to do so.

Very truly yours,

MM,‘(&H,W f\hm, Re,

Anderson, Tuckey, Bernhardt & Doran, P.C.
Certified Public Accountants



